



































































































































































































































CHEROKEE COUNTY, KANSAS
Notes to Financial Statements
December 31, 2006

RISK MANAGEMENT

The County is exposed to various risks of loss related to torts; theft of; damage to,
or destruction of assets; errors and omissions; injuries to employees; and natural
disasters. The County has been unable to obtain general liability insurance at a cost
it considered to be economically justifiable. For this reason, the County joined
together with other counties in the Kansas County Association Multi-Line Pool
(KCAMP), a public entity risk pool currently operating as a common risk management
and insurance program for participating members. The County pays an annual
premium to KCAMP for its general insurance coverage. The agreement for formation
of the Kansas County Association Multi-Line Pool provides that the pool will be
self-sustaining through member premiums and will reinsure through commercial
companies for claims in excess of stated amounts for each insured event. The County
also participates in the Kansas Workers’ Risk Cooperative for Counties (KWORC),
a public entity risk pool which generates as a common risk management and insurance

program for members. The County pays an annual premium to KWORC for workers’
compensation coverage.

The County continues to carry commercial insurance for all other risk of loss. Settled
claims resulting from these risks have not exceed commercial insurance coverage in
any of the past three fiscal years.

Cherokee County entered into a contract with Blue Cross and Blue Shield of Kansas,

Inc. for a self insured medical program for the period January 1, 2006 through
December 31, 2006.

The Plan accepts the full responsibility for the Benefits and Administrative expenses
which are in excess of the Combined Individual and Aggregate Stop-Loss Provision
for the remainder of that contract year. The Plan has no liability under this Contract

until the Contract Holder’s liability has been terminated by the Combined Individual
and Aggregate Stop-Loss Provision.

Combined Individual and Aggregate Stop-Loss Provision means:

1. Individual Subscriber: The incurred Claims Expense for Benefits in excess
of $30,000 for an Insured in a Contract Year and the Administrative Fee of the
Contract Holder’s Administrative Services Agreement associated with the
Incurred Claims Expense in excess of the stated dollar amount.

2. Aggregate: The Incurred Claims Expense in excess of 125% of the Expected
Incurred Claims Expense and the Administrative Fee of the Contract Holder’s

Administrative Services Agreement associated with the Incurred Claims
Expense in excess of the stated percent.
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CHEROKEE COUNTY, KANSAS
Notes to Financial Statements
December 31, 2006

OTHER POST EMPLOYMENT BENEFITS

As provided by K.S.A. 12-5040, the County allows retirees to participate in the group
health insurance plan. While each retiree pays the full amount of the applicable
premium, conceptually, the County is subsidizing the retirees because each participant
is charged a level of premium regardless of age. However, the cost of this subsidy has
not been quantified in these financial statements.

Under the Consolidated Omnibus Reconciliation Act (COBRA), the County makes
health care benefits available to eligible former employees and eligible dependents.
Certain requirements are outlined by the federal government for this coverage. The

premium is paid in full by the insured. There is no cost to the government under this
program.

LITIGATION

The County is party to various legal proceedings which normally occur in
governmental operations. While the outcome of such proceedings cannot be predicted,
due to insurance maintained by the County, the County feels that any settlement or

judgment not covered by insurance would not have a material adverse effect on the
financial condition of the County.

GRANT PROGRAM INVOLVEMENT

In the normal course of operations, the County participates in various federal or state
grant/loan programs from year to year. The grant/loan programs are often subject to
additional audits by agents of the granting or loaning agency, the purpose of which is
to ensure compliance with the specific conditions of the grant or loan. Any liability
for reimbursement which may arise as a result of these audits cannot be reasonably

determined at this time, although it is believed the amount, if any, would not be
material.
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Kathleen Sebelius, Governor

/_\,4
K A N s A s Kent E. Olson, Director

DEPARTMENT OF ADMINISTRATION http://da.ks.gov/ar

MENSE CHURCHWELL & MENSE CPAS November 28, 2007

PO BOX 818
JOPLIN MO 64802-0818

In regard to the audit of : CHEROKEE COUNTY

The following described audit report has been filed as a public record in the office of the
Director of Accounts and Reports as required by K.S.A. 75-1124.

Audit period fiscal year: 2006
Date received in this office: November 28, 2007

Sincerely,

Kent E. Olson, Director
Division of Accounts and Reports

This copy to be attached to Voucher and filed with clerk of municipality

AR-102 (9-1-2005)

DIVISION OF ACCOUNTS & REPORTS

900 S.W. Jackson Street, Room 351, Topeka, KS 66612-1248 @ (785) 296-2314 ® Fax: (785) 296-6841
e-mail: kent.olson(@da ks.gov



MENSE, CHURCHWELL & MENSE, P.C.

CERTIFIED PUBLIC ACCOUNTANTS
427 Wall Street, P.O. Box 818
Joplin, Missouri 64802-0818

Telephone 417-623-2505
Fax 417-623-2507

EUGENE M. MENSE, JR., C.P.A. (1929 - 2006)
CHRIS D. CHURCHWELL, C.PA.
EUGENE M. MENSE III, C.PA.

November 16, 2007

Cherokee County

Board of County Commissioners
Cherokee County Courthouse
110 West Maple Street
Columbus, KS 66725-1700

We are enclosing six (6) copies of the Annual Financial Report for the period
ended December 31, 2006.

We have submitted one (1) copy of the report to the Kansas Municipal
Accounting Section along with the required filing fee as required by State statutes, as
well as one (1) copy each to the County Treasurer, County Health Department and the

County Attorney.
Very truly yours,
Mense, Churchwell & Mense, P.C.l
Certified Public Accountants
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